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Wage and Salary Administration in The 
American Rolling Mill Company * 


By C. H. Murray, Assistant-to-President 
The American Rolling Mill Company 


| geremmae the last five years the American Rolling Mill Company has 

given active and constant attention to the subject of wage and salary ad- 
ministration. In that time and as a result of our studies, we have developed 
and made effective a plan for job classification and compensation for all 
wage earners and salary employees of the company which plan also pro- 
vides for its administration, alteration, and amendment. 

Before and during the course of our work, we had access to and studied 
most of the available written data on the subject and were able in several 
instances to interview personally the administrators of several such plans 
that were in effect in other companies. Much of what we saw and read 
was of value to us in the formulation of our own plan with the result that 
we consider that ours is basically similar in the matter of fundamental prin- 
ciples and procedure to those plans that were then or have since been 
developed and applied in other industrial concerns. 

While we do not consider that our methods and procedure are highly 
scientific or theoretical, we do feel that we have made a practical approach 
to and solution of our problem, at least, of proper wage determination 
and payment. 

We were not impelled to the development and application of our plan 
because of any pressure from within our employee organization. At that 
time, as has been since and is even now the case, our general wage level 

* This paper was presented at the Fourth Summer Conference on Industrial Relations, Indus- 
trial Relations Section, Princeton University, September, 1934. 
The object of the publications of the American Management Association is to place before the 


members ideas which it is hoped may prove interesting and informative, but the Association does not 
stand sponsor for views expressed by authors in articles issued in or as its publications, 
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was high; our employee morale was of the very best; and to our knowledge, 
gained through contact with employee representation groups, there was not 
the slightest hint of anything unsatisfactory in the existing rates as far as 
the organization was concerned. 

Our management in the 34 years of ARMCO’S existence has never 
been unaware of the tremendous influence of fair wages upon its business 
and the equanimity of its employees. The matter was the subject of an 
announced policy and one of the most important responsibilities of our per- 
sonnel relations departments was to keep a weather eye on the situation 
and see that this policy was maintained. 

So long as the necessity for establishing new rates or adjusting exist- 
ing ones was confined to one or two plants where operating practices were 
fairly constant and changes were few, and where there was ample time and 
opportunity to study the question at close range, it was possible to keep 
the rate structure fairly uniform. 

Within the last few years prior to the time the problem first engaged 
our active attention, changes had been taking place almost overnight it 
seemed. Old plants were enlarged, a new plant had been built, a com- 
plete operating unit had been acquired, new and different processes were 
developed and perfected requiring that complete departmental organizations 
be trained in an entirely new type of operation. 

All these things developed numerous rate setting and rate adjustment 
problems in rapid succession. Naturally, these problems could not be allowed 
to wait. They were handled individually as they arose and as effectively 
as possible considering the lack of a definite program and of organized 
facilities of job evaluation. 

A brief review of some of the highlights of our rate situation as dis- 
closed by numerous spot checks might be of interest. 

There were many instances where the rates and earnings of exactly 
comparable jobs between plants varied 50 per cent and sometimes as much 
as 100 per cent. This situation prevailed more often between the wage 
scale of the newly acquired plant and those of the other plants, but existed 
nevertheless to some extent in the latter. 

Significantly, these differentials did not exist uniformly in favor of 
one plant. In one instance one plant would be high and another low and 
in the next instance the reverse would be true. 

Periodic cost of living studies made by us in all of our plant towns 
regularly showed that, insofar as such total cost was concerned, no dif- 
ferential in wage levels was justified between our plants. 

Frequent comparisons of rates and earnings were made with competi- 
tors having plants located in the same community or within the same district 
on jobs that were common to our several operations. From these compari- 
sons, we learned that the competitive rate situation was as aggravated as 
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our own; that even in the same community the differences in wages for 
comparable jobs varied frequently as much as 50 per cent to 100 per cent; 
that we could justify on the basis of such comparisons any rate that we were 
paying or could select, and that the “going” or prevailing rate for any par- 
ticular class of labor could be determined only within such wide limits as to 
render the comparison valueless as far as being an aid to the selection of 
correct rates. Added to this was the fact that at that time ARMCO was 
unique in many of its processes so that many comparisons were impossible. 

Our wage incentive methods were not uniform either between plants 
or within the same plant nor were standards by which such incentive wages 
were measured equally representative. 

Arising out of this condition, it was found that basic rates of pay were 
losing significance as compared with total earnings including incentives. To 
illustrate, an occupation receiving a base rate of pay of $5.00 per day plus 
a bonus of 100 per cent or $5.00 for maximum production in one plant 
would be receiving $10 a day as straight day work regardless of production 
in another plant. Again, in some instances fixed bonuses, which had been 
substituted for production bonuses where the process and manner of doing 
the work had changed until new standards could be established, had been 
continued in effect so long that this addition had come to be regarded as 
a part of the basic wage. 

Our job nomenclature was not at all standardized and there was con- 
siderable evidence that this had contributed to inconsistencies in our rate 
structure. Comparable jobs between plants had different names; unlike 
jobs had the same names; in naming jobs for the new or different processes, 
job names were carried over from the older operations and the wage his- 
tory associated with such names had unquestionably influenced the rates 
set for the new jobs. 

Those entrusted with the administration of the rate setting function 
realized that they could not continue successfully to discharge their responsi- 
bility of fairness either to the employee or the company under the existing 
arrangement and facilities. Obviously the solution of our problem lay in 
standardization of methods and control. 

At the start we had not decided on the final formula for our procedure. 
Tentatively, our thought was that we should first bring the rates of all 
occupations that were exactly comparable between plants into line gradually. 
We therefore decided to make an analysis of all jobs in all plants. 

Accordingly, we selected two or three qualified men in each plant, 
instructed them in what we wanted and how we wished them to obtain the 
information and started them out to secure a statement of the duties and 
responsibilities of 3,000 different typical occupations involving over 7,000 
wage earners. (It may be necessary to explain here that we were conform- 
ing ourselves to the wage earner group for the time being.) 
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These “analysts” were men who were already familiar with most of 
the jobs in some detail. They interviewed the individual workmen on each 
job, watched them at work, supplemented such information gained in this 
manner with other data obtained in interviews with foremen. The state- 
ment was then checked and approved by the superintendent of the depart- 
ment, the time study department, and the employment department. 

These statements were not complete “job analyses” in the strictest 
meaning of the term because we did not ask our analysts to state or to 
solicit opinions as to minimum employee qualifications necessary to the 
successful performance of any given task, i. e., education, amount and kind 
of previous experience and training, etc. Some preliminary work along 
this line had convinced us that employees and foremen were not qualified 
to render good opinions on these items and that a clever interviewer could 
lead such a discussion to produce any kind of answer. Then, too, we felt 
that the men who would subsequently deal with these statements were the 
only ones truly qualified to render such opinions and so we confined our 
interviewers to the task of obtaining facts only. 

For their use the analysts were provided with a form known as “State- 
ment of Duties and Responsibilities” on which there were marginal instruc- 
tions under the five headings: 

I. Job Description 

2. Supervision Exercised 

3. Supervision Received 

4. Responsibilities other than Supervisory 

5. Typical Tasks 
which they were to consider in each occupation. 

As quickly as these statements were completed for any given depart- 
ment in each plant and had been checked and approved as indicated, they 
were submitted to our general staff department (not associated with any 
plant) heading up this work. 

Here the statements covering the same department of the four plants 
were carefully read, analyzed and compared. Those which on the basis 
of the description covered jobs that were identically alike between two or 
more plants were grouped and those that were not exactly comparable to 
any job at any other plant were segregated. This gave us the number of 
different jobs that existed in any given departmental operation at all plants. 

Each one of these jobs was then listed on a form opposite a brief 
description summarized from the statements submitted. This form known 
as “Interplant Comparison of Standard Force, Hours of Work, Base Rates 
and Total Earnings” was so constructed that where the job was one that 
existed in several plants and was comparable the several job names, rates, 
earnings, force, etc., could be shown for each opposite the one common 
description. Of course where no comparison existed, none was made. 
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Our next step as soon as this tabulation was ready was to call the 
superintendents of a given department from each plant together and ask 
them to review these comparisons and agree as to whether they were cor- 
rectly made. Any revisions arising out of the discussions in the conferences 
were noted. 

Studying one department at a time these conferences and the work 
of analyzing, briefing, and comparing statements preparatory to them 
required several months. Incidentally, it may be mentioned that these con- 
ferences, aside from the work that had a direct bearing on the rate prob- 
lem, proved to be one of the most effective and valuable supervisory train- 
ing jobs we have ever done on organization problems, labor costs, and 
the like. 

As these conferences continued it became apparent that our original 
tentative thought as to procedure (that of gradually adjusting the rates of 
comparable jobs to bring them into line between plants) would have to be 
revised. Not only must we deal with comparable jobs but we must deal 
with all jobs, comparable or not, in their relationship one to the other. 

To establish these relationships correctly we decided upon a program 
of job classification according to the relative value of the various job duties 
and responsibilities and the employee qualifications necessary to their suc- 
cessful performance. 

As to the method to be used, we decided against a scoring procedure, 
i. @., a system of numerical equivalents for a selected series of job elements, 
and agreed instead upon a variation of what is generally referred to as 
“job ranking.” 

To have a starting point and some idea of relative levels that would 
later become firmly established as the classification progressed, two jobs 
were selected for their extreme differences in value in all of their constituent 
elements. A large board was provided for tabulation of jobs, the name of 
one of these jobs was placed at the bottom, and the other near the top. 
These two jobs, being thoroughly familiar in detail to all the men who were 
to make the classification, established an idea of relative values for the 
locations to which they were assigned. Other jobs would then be ranked 
between these extremes and gradually a certain number of relative levels of 
value ranging from the highest to the lowest would be formed. 

The basis for the assignment of a job to any level was to be a job-to-job 
comparison through a series of elements as follows: 

1. Supervision Exercised 

2. Supervision Received 

3. Responsibilities other than Supervisory (for quality, yield, damage 

to expensive equipment, lives, etc.) 

4. Capacity to train for job ahead 
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Manual Dexterity 

Physical Requirement (age, weight, sight, etc.) 

Working Conditions (hazard, heat, fumes) 

Education, Training and Experience 

Connected Expense (investment in tools, damage to clothing) 

but in + the end, of course, lacking a scoring method, to make a blanket 
appraisal of the relative value of these elements in the aggregate as com- 
pared to jobs previously positioned. 

Classification was started in one plant where the greatest number of 
jobs were to be encountered and where the greatest number of different 
levels of value were anticipated. The work progressed a department at a 
time, the superintendent of the department, the head of the time-study 
department, the personnel department head, and a member of the general 
staff agreeing together on the ranking. 

The written statements of duties and responsibilities referred to here- 
tofore provided the basis for their several considerations. When the classi- 
fication was complete for this plant, it was found that they had established 
eighteen zones or levels of value. 

The process of classification was then extended to each of the other 
plants ; where they were asked, however, to classify their jobs into no more 
than eighteen zones between the two jobs representing the extremes of value 
as previously agreed upon. The individual job classification in each plant 
being independent beyond this point of what any other plant had done. 

After each plant had completed its first classification, a copy of this 
was submitted to the general staff department. Going back to the interplant 
comparison of jobs that had been agreed to in the earlier superintendents’ 
conferences, the staff then made up a comparison of the several plants’ 
independent job classifications a department at a time. 

Naturally, it was found that many jobs that had been agreed as com- 
parable were classified at different levels by the several plants. 

We then arranged a second series of departmental superintendents’ 
conferences to get them to agree on a common classification for their jobs. 
In other words we were duplicating our classification process, but this 
time on a company rather than a plant basis. 

At the conclusion of this second series of conferences, we were ready 
for the first time to publish and subsequently to review on a company wide 
basis the classification of all hourly paid jobs. In several meetings including 
the plant managers, their assistants, and the plant personnel men, the en- 
tire classification was reviewed; those jobs that looked to be out of line 
between departments were considered and the necessary reclassifications made. 

We were now ready to consider the matter of compensation for the 
several levels of relative value that had been established. Classification had 
been accomplished without reference to existing rates of pay or earnings 
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and without any knowledge on the part of those who had engaged in the 
work as to what the value in money or the percentage relationship of values 
would be for the several zones. 

We did not intend that the work we were doing should necessarily 
result in a savings in payroll but were rather looking toward a more equitable 
and justifiable distribution of that payroll to the organization affected. 

Accordingly we decided to see what an average of the total daily earn- 
ings of the jobs assigned to each zone would show, such an average to be 
weighted according to the number of employees engaged in each occupation. 
The results were plotted first for each plant alone by zones and then for 
the entire company. For the company chart, the zone value was again 
weighted according to the number of jobs each plant had in any given zone. 

These analyses showed that whereas there had been quite a wide spread 
in earnings making up these averages for any zone the relationship of the 
average for each zone from low to high presented a somewhat uniformly 
ascending curve up to about the twelfth zone and that thereafter it went up 
much more sharply. This indicated to us that perhaps our classification 
above zone twelve was possibly too general and that a further review of 
these jobs with a view to a refinement of classification was necessary. 

Accordingly we re-examined our classification at these upper levels and 
agreed upon a sub-division of classifications arriving at twenty-five zones. 
The number of jobs involved were relatively few as compared with those in 
the first twelve zones and comprised for most part hourly-paid supervision 
(foremen, turn foremen, and leaders) of various degrees. 

It is significant to note, however, that the zone averages covered total 
daily earnings including incentive wages wherever paid. I have previously 
pointed out, too, that there were numerous instances where the base rates 
and total pay for jobs had become rather hopelessly confused over a long 
period of time and that we were paying for a rate of production in such 
instances which we were not getting. 

For several years prior to this we had had engineers in our plants 
engaged in restudying all operations and establishing new production stand- 
ards to be used eventually as the basis for an entirely new program of wage 
incentive payment to labor. Their work had progressed almost to the point 
of completion and we were about ready to abandon all existing forms of 
incentive in favor of this one uniform method. 

Referring again to the zone averages, we realized that if we were to 
establish this average as the base rate for the zone, then the payment of 
wage incentive in addition thereto would in effect be a duplicate payment. 

Without any exact statistical analysis being possible, we arbitrarily 
agreed that the zone averages represented approximately an average of 15 
per cent bonus or wage incentive payment. 

Accordingly and after smoothing out the slight irregularities of the 
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original company total curve, we found the base rate curve by modifying 
the average of total earnings of the jobs assigned to each zone in the 
ratio of 100/115. 

It was decided, since the base rate had been determined and also to 
conform to our original premise of maintaining the payroll without any 
major reduction, that the additional earnings represented by the difference 
between the base rate taken as 100 per cent and the original zone average 
taken as I15 per cent could be partially restored in the form of a fixed 
bonus for every job in every zone. The amount of this bonus was to be 
IO per cent of the base rate of each zone. 

This fixed bonus would be paid only during the interim between the 
time our new wage scale would go into effect and our new wage incentive 
program would be ready at which time it would be substituted for the 10 
per cent fixed bonus earnings. By this means, too, we would have a sub- 
stitute for past earnings of this nature which could not, in fairness to the 
employees, be wholly and suddenly removed. 

One more step remained to be accomplished—that of standardizing our 
job nomenclature. This we accomplished by publishing specially arranged 
lists of occupations and once more calling our conference groups together 
to discuss and select the most suitable job names. 

Finally the tremendous task was completed. The rates and earnings 
of over 7,000 employees on 3,000 jobs had been examined and the relation- 
ship of each job to all others agreed upon. These relationships had been 
established as equitable and fair by men whose opinions were deemed the 
most competent. The base rates set were judged adequate compensation 
for the “skill” required for the successful performance of every job. The 
use of the 10 per cent fixed bonus, payable to all jobs during the interim 
between the actual installation of this plan and the establishment of a 
measured incentive premium had removed a very serious obstacle to the 
immediate inauguration of a base rate plan when all existing incentives 
would have had to be discarded. 

Of the more than 7,000 men, over 2,000 were to receive in their new 
total daily earnings, including 10 per cent fixed bonus, more than they 
had earned in total in the past; approximately 1,200 were to experience no 
change; and the remaining 3,800 were to have their total daily earnings 
lowered. One plant payroll was to be increased 0.5 per cent, the second 
was to be decreased approximately 4 per cent, the third 5.5 per cent and 
the fourth approximately 10 per cent. The effect on the total company pay- 
roll was approximately a 4.6 per cent decrease. 

The plan was inaugurated in October, 1931, and has been continued 
in effect ever since. Coincident with the announcement of the plan, our 
works managers called the employee representatives together and made a 
complete and detailed statement of what this plan was, why some plan was 
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deemed necessary, how it had been worked out and the results obtained. 

Several copies of the completed classification of all jobs in all plants 
were made available for examination by the employee representatives of 
each plant. These showed not only the new rates and earnings for several 
zones but the old rates and earnings as well so that comparisons could be 
made. Representatives were asked to submit for consideration any dif- 
ferences of opinion of their own or their constituents regarding the classi- 
fication of jobs. 

At the same time, we were able to have a complete story of the whole 
program prominently published in a regular edition of the local newspaper 
in each plant town, so that each workman and the members of his family 
would be informed in detail. 

The entire program of transition from the existing wage scale to the 
new one was accomplished without a single instance of any kind of dis- 
turbance. It must be admitted, however, that the time and the circumstances 
were peculiarly appropriate. 

Administration of the plan is relatively simple. There are, as has been 
pointed out, only 25 different hourly rates of pay in the company—one for 
each zone. The zone rate becomes the rate for any job assigned to the zone. 
The standard force is established for each department and section and is 
listed by occupation name on a standard force report which also shows 
the zone and rate for each. This is a printed report, a supply of which is 
maintained in the department, and the foreman daily makes out a copy show- 
ing for each occupation listed the check number of the employee who filled 
the job. This report is the timekeeper’s authority to pay to the individual 
the rate of the job against which he has been reported. There are no indi- 
vidual rates. 

No change is made in the zone classification of any job unless it is 
agreed to by a group composed of the heads of the four plant personnel 
departments and representatives of the general staff. This group meets 
periodically to decide on all recommendations for the classification of new 
jobs or the reclassification of existing jobs. The manner of procedure within 
this group is the same as that employed during the original conferences. 
Minutes are kept of the meeting and of decisions reached and published 
for members of the group and other interested parties. 

Recommendations for classification or reclassification are accompanied 
by statements of duties and responsibilities. Usually when new occupations 
are being established the nature of these and the necessity for them is 
known sufficiently in advance that they will have been classified by the time 
the new work is ready to start. Recommendation for the reclassification 
of jobs may originate from within only one plant although the same job 
exists in others. If reclassification is desired because of a change in the job 
content at the one plant and is agreed to, then the job name would be 
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changed in order not to confuse this job with that of the others. If reclassi- 
fication is desired, say by employee representatives, on the ground of error 
in the original classification and this is agreed to, the change affects this 
job in all plants although there may have been no question concerning the 
rate in the other plants. 

A complete schedule of the classification and rates is on file with the 
responsible executives at the plants and in the general management. This 
is revised periodically to incorporate changes, additions, or cancellations that 
have been made. It is our aim to have on file with each plant a complete 
set of job specifications covering all typical occupations in the company. 
Such specifications will contain statements of duties and responsibilities 
amplified by descriptions of typical tasks; the nature and conditions of work; 
minimum qualifications of education, training, previous experience, health 
and physique, age, etc.; and the various locations of that job throughout 
the company. These are submitted in accordance with a schedule to the 
several superintendents of the plant so that their jobs may be reviewed in 
the light of these specifications to determine the necessity for changes in 
classification to reflect the changes in work, if any. In addition these speci- 
fications are intended as an aid in the selection and training of qualified 
appointees for any class of work. 

After several years’ experience we have found that administration of 
the hourly zoning plan is somewhat handicapped by the lack of any record 
as to the weight ascribed to the constituent elements of the job in building 
up the original classification, 7. e., the lack of a scoring method. This does 
not mean to say that we consider our classification inadequate—it is just 
that when we review and rediscuss occupations it is difficult to recall all the 
reasons why this or that occupation was ranked as it was and that a state- 
ment of duties and responsibilities, no matter how well written, will not 
always produce the same opinion. 

To remedy this difficulty we have developed a more formal method of 
classification to substitute for our more general job ranking method. The 
basis for this new method we have termed a “Master Occupational Rating 
Scale.” For the purpose of this scale, we have selected one or two occu- 
pations from each zone. These are jobs that are common to all of our plants; 
have been subject to no question as regards their relative standing in com- 
parison with other jobs; represent, in total, the entire range of values likely 
to be ascribed to each of the several job elements; and during the original 
classification process served as “Benchmarks” to identify the several levels 
of relative value. 

The present classification of these jobs into their relation one to the 
other is accepted as being right as are the zone rates. Working on this 
basis, we have asked about 20 individuals who are thoroughly qualified to 
build up the zone rates (1. e., build to a known answer) for these jobs by 
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assigning values in cents per hour to a selected list of job elements to be 
considered for each. 

By comparison, by discussing and averaging the results submitted, we 
have arrived at a set of elementary values for each job which produce the 
desired zone rate and which are correct in their relationship to the values 
assigned to these same elements in all the other jobs selected. 

Copies of the final scale, representing as it does the composite of quali- 
fied opinion in our organization, are available in each division. By com- 
parison with this chart, the proper element values can be determined for 
any job requiring classification or reclassification, the sum of which values 
will indicate the zone to which the job should be assigned. 

So far, our discussion has been confined to the plan for administering 
hourly wages beyond a mere reference to the fact that we have one in effect 
for our salary employees. 

Fundamentally this plan is the same as that for the hourly group, being 
based on the same principles of classification, but varies somewhat in the 
details of method and administration. 

Accompanying a letter from the president of the company outlining our 
purposes and the reasons therefor, each salaried employee was provided with 
a form and copy of a few standard instructions and asked to write a descrip- 
tion of his or her job. 

Department heads reviewed the descriptions submitted by their employees 
(the department head’s description was reviewed by the division manager) 
and for each one filled out a questionnaire the answers to which were designed 
to indicate degrees of importance, difficulty and responsibility and certain 
minimum qualifications. 

The description and the completed questionnaire were forwarded to the 
general staff where they were assigned to one of four rather broad and 
general classifications called “service” as follows: 

1. Clerical and Administrative Service 

2. Professional and Technical Service 

3. Operating Service 

4. Sales and Publicity Service 

The basis for assignment to a service depended entirely on the nature 
of the work performed and not upon location. For example, a stenographer 
working in the sales department would be assigned to clerical and adminis- 
tration service, not to sales service. 

Thereafter the occupations were classified only within and by compari- 
son to the other jobs in a given service. The method employed was essen- 
tially the same as that of the hourly plan, 7.e., job ranking. The same group 
of men also did the work. 

Twenty zones were established as the result of classification covering 
all types and kinds of salary employee services and including practically 95 
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per cent of the salaried force. The only exclusions were officers and major 
executive positions (first line men) and a few positions involving specialized 
fields of activity and of highly individual nature. 

Establishment of the zone rates was done somewhat more arbitrarily 
than in the hourly plan, but the rates established considered the average 
of the individual earnings of those assigned to them plus whatever outside 
and pertinent comparisons were available. Contrary to the hourly plan, for 
each salary zone, a minimum and maximum rate was established, the maxi- 
mum being one-third greater than the minimum. 

The following rules sum up the essential features of the administration 
of the salary plan. 

1. Zone numbers of salary occupations up to and including Zone XI 

shall be published on the standard force reports. 

2. Schedules of minimum and maximum zone base rates (in terms of 
monthly salary) will be published. 

3. The salary status of individuals will not be published. 

4. For positions falling in zones up to and including Zone XI the 
Division Manager may on his own authority increase the salary of 
an individual between the range specified for the zone (the right, 
however, may be suspended by the general management). 

5. Changes in individual salaries for positions assigned to zones above 
XI shall be recommended by the Division Manager and approved 
by the general management regardless of whether or not the change 
is within the zone range. 

6. Ordinarily individuals may not be paid a rate greater than the maxi- 
mum or less than the minimum. Exceptions will require complete 
explanation to and the approval of the general management. 

7. Individual salary progress within the range specified will depend 
upon the individual’s industry, initiative, increased capabilities, length 
of service and similar considerations. 

The salary plan was inaugurated in August, 1932, and has been con- 
tinued in effect without fundamental change up to the present. As the result 
of classification, it was naturally found that the rates of some individuals 
fell outside, either above or below, the range of rates specified for the zone 
to which their jobs were classified. In the main these differences were 
adjusted both ways at the time the plan was announced. 

In conclusion, we repeat our opening remarks, that we do not claim 
perfection for our plans in either the method or the results. Neither do 
we believe that they can be universally applied exactly as we have developed 
them. 

We do believe that in a great measure we have achieved success in solv- 
ing our own particular problem. Of course, success in a venture like this 
is not determined only by the opinion of management as to how the plan 
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has aided them in the discharge of their responsibilities, but in the larger 
part is determined by the reactions and reception accorded the plan by the 
employee directly affected. There is, to our way of thinking, no more sensi- 
tive barometer of employee reaction than their expression through their 
representatives. 

It must be admitted that we were extremely fortunate in that the out- 
look for operations, employment, and wage adjustments and reduction were 
very dark indeed at the time our plans were made effective and, no doubt, 
the individual employee was not in the mood or the position to object. There 
were no evidences of such an attitude on the part of our employees at the 
time, but it could have existed without our being able to distinguish it under 
the circumstances. 

Since that time the situation has changed as to the amount and kind 
of expression that is forthcoming from employees even where employee 
representation has existed for years. With respect to our wage plans, the 
record speaks for itself. 

We retain a copy of the minutes of our monthly and bimonthly meet- 
ings on questions of classification or reclassification in which are noted all 
the requests or questions emanating from the organization on the matter of 
rates and the disposition thereof. There is no record of a single instance of 
criticism or dissatisfaction with our plan or our method of determining and 
paying wages and salaries. Aside from those instances where changes in 
job duties demanded reconsideration, the record shows but slightly more than 
100 jobs to have been questioned as to their relative standing where some 
employee or group felt that their work had not been properly classified, there 
being no changes in the job. These 100 jobs involve probably no more than 
400 individuals. In comparison with our total number of jobs and employees, 
this is a relatively small part. In comparison with the number of such re- 
quests that have been favorably acted upon for the employees, it is great 
since only 25 such cases have been so handled, involving only 96 employees. 

If we were to try and define the reasons for our continuing success with 
these plans we would fix upon three. First, our administration has been 
firm and has adhered religiously to the original principles of fairness and 
impartiality. Reference is particularly made to the many temptations and 
easy opportunities that have arisen that would have let us do something 
less than our plan called for—or resort to expedients. Second, we did not 
stop with the adoption of our plans, but when it was said at the outset that 
this work had engaged our attention constantly, it meant just that. We 
consider our responsibility just started with adoption of a plan. The prob- 
lem is a permanent one and our attention to it is as active and constructive 
as we can make it. Third, and of equal importance, is the fact that we 
trained and carried along with us in this work our major supervision. No 
less than 50 superintendents together with their works managements were 
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engaged and trained in the work of classification. They made the classifica- 
tion—it is largely their job. It is also theirs to defend to the members of 
their respective organizations. They are as familiar and well versed in 
the problems and needs of rate setting as they are in those of making steel. 
Undoubtedly, if we were to do our job over again, we would do some things 
differently, but these would not include leaving out the superintendents, ex- 
pensive though this procedure was. 


Questions on Unemployment Insurance’ 


By T. H. A. Trevemann, Director 
Industrial Relations Counselors, Inc. 


ON JUNE 29, 1934, the President announced the appointment of a Com- 

mittee on Economic Security charged with formulating a program of 
social legislation for introduction in the coming session of Congress. It 
seems obvious that employers, who will be called on to finance a considerable 
part of this program, are hardly less interested in its character than the men 
and women whom it is intended to benefit. Too often in the past a similar 
situation has provoked nothing but massed opposition from industrialists. I 
have little patience with employers who use such power as they have simply 
to balk change. The times are against them; if they will not concern them- 
selves with shaping legislation, they will take the consequences in the form 
of unsatisfactory laws. Therefore, I urge employers to interest themselves 
in the character of the proposed measures and in that way exercise effective 
control over their character. 

We are particularly concerned here with the unemployment phase of the 
program. Employer co-operation may manifest itself most advantageously in 
two ways: 

1. Companies and/or industries may immediately go about the initiation 
of voluntary plans. Undoubtedly the existence of these schemes would affect 
legislation, particularly if they were on an industry-wide basis. 

2. Companies and/or industries may agree on certain principles that 
they wish incorporated in state or federal laws and present their ideas to 
the suitable bodies. 

As an aid in considering the basic problems involved, the following ques- 
tions should be helpful: 

1. Should unemployment insurance be regarded primarily as a measure 


* This is an excerpt of Mr. Tiedemann’s remarks on Dismissal Compensation and Unemployment 
Insurance before the Fourth Summer Conference on Industrial Relations, Industrial Relations Section, 
Princeton University, 
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of relief (i.e., as in the Ohio bill) or as a means of reducing the amount of 
unemployment (i.e., as in the Wisconsin law) ? 

Decision regarding this principle affects decisions on the following: 

a. Should contributions be pooled in a single state or national 
fund or by industries ; should company reserves be set up? 

b. Should contributions be collected from employers alone or 
from employers and employees? 

c. Should contributions be collected from government sources? 

d. Should rates be varied in accordance with unemployment ex- 
perience? 

2. Should the plan emphasize provision for long- as against short-term 
unemployment ? 

Decision as to this principle affects decisions on the following: 

a. Is a short or long qualifying period desirable? 

b. Is a short or long waiting period desirable? 

c. Should employer contributions be exhausted before employees’ 
contributions are drawn on? 

3. Should a national unemployment insurance system be established in 
preference to (1) independent state systems or (2) state systems subject to 
federal supervision? 

4. Should short-time unemployment be compensated at the same rate 
and under the same conditions as full-time unemployment? 

5. Are contributions to be set 

a. As flat rates, or 
b. As a flat percentage of wages? 

6. If both employers and employees contribute, should they pay at the 
same rate? 

7. Should a maximum wage base be set beyond which employees’ earn- 
ings will not be considered for contributions? 

8. Should a merit-rating technique be applied to setting contributions 
of individual companies, industries, or groups of industries? 

g. Should it be in force from the outset or after a specified number 
of years? 

10. How long a period should be allowed for collection of reserves? 

11. If industry or company funds are permitted, how should théy be 
trusteed? 

12. Should weekly benefits be identical for all employees or should they 
be a proportion of the employee’s normal weekly earnings? 

13. Is a low benefit for a considerable period preferable to a higher 
benefit for a short duration? 

14. Should dependents’ allowances be paid? 

15. Should the number of weeks of benefit bear a relation to the num- 
ber of weeks of contribution? 
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16. Is the alternative of a maximum annual payment preferable? 

17. What part should industries or companies have in administering the 
system? Should their representatives sit on advisory bodies that have wide 
authority over rate-setting? 

18. What procedure, record system and other mechanism should be 
adopted for registration of applicants for benefit, placing them in any avail- 
able suitable employment, testing their willingness to work (as, for example, 
requiring applicants to register at a public employment office), distributing 
benefit payments, and hearing and settling claims and appeals? 

19. Should the major objective be a self-sustaining insurance institu- 
tion with benefits limited to what can be provided out of contributions or 
should the fund be permitted to maintain its established rate of benefits by 
borrowing or other distress procedures? 


Significant Changes in Employer-Employee 
Relations* 


By GLENN GarpINER, Forstmann Woolen Company 


N ORDER properly to evaluate the significant changes in employer and em- 

ployee relationships which have occurred in the recent past it is necessary 

to study the background of today’s employer-employee relations. Such a 

study reveals workers’ discontent engendered, during the decline, by constantly 

recurring wage cuts, sharing the work, increasing unemployment and finally 
by failure of banking institutions in 1933. 

The New Deal was ushered in with this background—a New Deal which 
brought with it very significant changes, perhaps, in the relationship existing 
between employer and employee. 

Section 7-A of the NIRA has done more to change the aspects of em- 
ployer-employee relations than any other piece of legislation. It is difficult to 
find two people who interpret this Section exactly the same way. The national 
labor unions have fastened on it as an opportunity to extend their member- 
ships. Furthermore, this Section has tended, through difficulty of interpreta- 
tion, to incite labor dispute, with the resultant prevalence of strikes. 

One change in the aspect of industrial relations is the difference in the 
nature of the strikes. Periods when strikes have been prevalent in the past 
have been characterized by strikes for better wages, better working conditions, 
shorter hours, and certain definite conditions of employment. The strikes to- 
day are almost all invariably for that intangible—difficult of interpretation— 
the recognition of the union. Minimum wages established by codes are another 
source of contention. 

Another factor in the present employer-employee relationship is the ques- 


* Abstract of an address by Mr. Gardiner before The Seventeenth Annual Silver Bay Industrial 
Conference, Silver Bay-on-Lake George, New York, August 22, 1934. 
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tion of unemployment insurance. Employers can agree or disagree on the 
desirability of unemployment insurance, or on the plan by which it might be 
made effective but everyone must face the fact that something is going to be 
done about it. 

Confronted with all these conflicting situations and these significant 
changes, management must face the situation constructively. It must develop 
clear-cut, intelligent and open-minded industrial relations policies—policies 
which are definitely understood. 

What management must do is to make every supervisory executive, from 
the top manager down to the smallest foreman, conscious of the fact that he is 
a personnel man and that he alone can be the effective personnel man. The 
whole question of proper industrial relationships must be accomplished 
through line executives, including the smallest supervisors, the men in direct 
contact with the workers. 

This supervisory training program should include: 1. The company’s 
NRA requirements ; 2, The company’s policy with reference to all employer- 
employee relationships; 3. The question of how to deal with the worker; 
4. How to instruct, and impart ideas; 5. Safety responsibilities; 6. The 
company’s collective bargaining policy—whether it is the outside union, the 
company union, or individual bargaining ; and 7. Today’s economics in so far 
as they can be interpreted to the supervisory force. 


Recent Developments in Unemployment 
Insurance in Belgium’ 


By Guapys R. FrreEpMAN 
Industrial Relations Counselors, Inc. 


ELGIUM was one of the first countries to experiment with unemploy- 

ment insurance. As elsewhere, the institution of unemployment insur- 
ance has evolved slowly from short-lived local attempts to relieve sporadic 
spells of unemployment to a permanent national insurance scheme. Trade 
unions began paying unemployment benefits to their members as far back as 
the middle of the nineteenth century, and, despite many changes, these benefits 
still remain the basis of the Belgian unemployment insurance system. The 
communes anxious to stimulate unemployment insurance activity subsidized 
trade union plans by setting up communal funds which acted as agencies to 
distribute the subsidies of the communes which elected to affiliate with them.? 


1For a complete discussion of the unemployment insurance system in Belgium before the present 
depression, see Constance A. Kiehel, Unemployment Insurance in Belgium, Industrial Relations Coun- 
selors, Inc., 1932, 509 pp. . : . : 

4The word “fund” is here applied to an agency or organization. A commune in Belgium is the 
territorial equivalent of a municipality. At first individual communes set up their own funds to dis- 
tribute communal subsidies. Other communes, instead of setting up their own funds, might affiliate 
with . communal fund which would then act as the distributing agency for all the communes affiliated 
with it 
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The first such plan was established in Ghent in 1901. By 1913, twenty-nine 
communal funds had been established, to which one hundred and one com- 
munes had affiliated. These funds, which became the most important units 
in the system, were controlled by the communal governments, politically pow- 
erful groups with a large degree of local autonomy. The réle of the provin- 
cial? governments in unemployment insurance has always been comparatively 
minor, but they began to grant subsidies to unemployment benefit plans as 
early as 1897. The national government did not seriously consider the prob- 
lem of unemployment as within its jurisdiction before the war, although it 
also had subsidized unemployment benefit plans since 1908. 

By 1914, trade union benefit plans had spread considerably, although 
they were still far from nation-wide. A few industrial companies and mutual 
aid societies also paid unemployment benefits, but only one hundred and thirty 
thousand wage earners, or 10 per cent of the working population, were in- 
sured. Great diversity existed in the provisions of the plans, because of their 
local character, just as in the voluntary plans in the United States. Member- 
ship in an unemployment benefit plan and affiliation of communes to com- 
munal funds were both voluntary. Supervision over the plans was left 
largely in the hands of the communal funds which had taken over the distribu- 
tion of provincial and federal subsidies. The unemployment benefit plans 
and the communal funds performed a limited function extremely well. Dur- 
ing a continuing favorable industrial situation in which unemployment rarely 
exceeded 4 per cent, they paid benefits to unemployed persons at a low rate 
for short periods of time. Almost 60 per cent of the total benefit came from 
members’ contributions, communal subsidy comprised somewhat over 25 per 
cent, while provincial and national subsidies together comprised the remaining 
I5 per cent. 

The war brought an abrupt end to all unemployment insurance activity. 
The trade unions and communal governments were bankrupt. They could not 
pay benefits to one-half of their members, for unemployment mounted as 
high as 50 per cent of the wage and salaried population. The national govern- 
ment was compelled to take control of the situation. In 1915 it organized 
and financed the National Relief Committee to distribute relief to all unem- 
ployed wage earners, regardless of whether or not they were members of an 
unemployment benefit plan. The committee functioned throughout the war 
period, and although it performed adequately the emergency task of caring for 
the destitute, it was never intended to usurp the place of the unemployment 
insurance institutions. It did, however, make the government aware of the 
inadequacy of the unemployment insurance societies* in periods of cyclical 
unemployment even if subsidized by communal, provincial and federal govern- 


3A province is the territorial equivalent of a state. In Belgium it has fewer rights than the 
commune, a far stronger local governmental unit. : = : 

¢ One of the conditions of federal subsidy had been the establishment of a separate society (caisse) 
for the payment of unemployment benefit. As a result the unemployment benefit plans had been 


eandieael into unemployment insurance societies. 
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ments. Consequently, the King issued a decree in December, 1920, which 
revived the unemployment insurance societies by amplifying and codifying, 
all the existing regulations and created a new organization, the National 
Emergency Fund, modeled on the wartime National Relief Committee. The 
problem of relief to the nonable-bodied unemployed was left to other insti- 
tutions, 

The societies submitting to federal regulation became eligible for sub- 
sidies equal to 50 per cent of members’ contributions, Later, to diminish the 
effects of the devaluation of the franc, the subsidy was increased to 66 2/3 per 
cent. In general, the societies were free to conduct their affairs as they chose. 
Unemployment insurance accounts had to be kept separately from any other 
affairs of the societies, and registration at a public employment office was 
required on the first day of unemployment. Appeal machinery was simple. 
Because of the lack of detailed federal specifications, great variations in 
society provisions developed. 

The National Emergency Fund was organized as a semi-autonomous 
institution connected with the Ministries of industry and Labor and Finance 
to supplement the activities of the unemployment insurance societies. It paid 
basic grants and family allowances up to a maximum of thirty days a year 
to insured persons who had exhausted their rights to benefit and were in a 
state of need,® but if there was a depression in an industry the duration of 
the grants and allowances might be continued beyond this period; it also 
paid statutory benefits up to a stated maximum to workers belonging to so- 
cieties whose resources were exhausted, and family allowances to those mem- 
bers who were in a state of need. It was supported by an annual grant from 
the national government and by the return of 15 per cent of its payments from 
the societies® whose members received grants, and of 10 per cent from the 
communes in which members receiving grants resided. 

Between the unemployment insurance societies and the National Emer- 
gency Fund lay the communal funds which continued their task of distribut- 
ing communal, provincial and federal subsidies and supervising the unem- 
ployed. The creation of the National Emergency Fund brought additional 
duties to the communal funds, for they now acted as distributing agencies 
for the basic grants and family allowances. Despite this increased propor- 
tion of money derived from federal sources the communal funds continued 
to be controlled solely by the communal governments. 

For a decade no new principles were introduced into the system. The 
many minor changes that occurred were dictated as much by a swing from 
a socialist to a conservative government as by administrative needs. Terms 
were clarified, and greater uniformity of records adopted. Membership in a 
society, which was at first unlimited, was gradually restricted to persons below 

5 The provision for a state ag need did not exist in the original order but was introduced by a 


regulation on September 6, 
*This did not apply to family allowances of financially exhausted societies. 
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sixty, eligibility to benefit became dependent upon payment of a specified 
number of contributions ; a waiting period of one day a month and registration 
on the first day of unemployment were required. The total amount of benefit 
which an unemployed person could receive from any source was limited to 
two-thirds of his wages if he was single, and three-fourths if he had three 
or more children. The administration of appeals became more complicated. 
Where formerly the societies themselves adjusted grievances, special com- 
plaint committees attached to the communal funds heard appeals, Their de- 
cisions might then be carried to the National Emergency Fund. The system, 
however, remained purely voluntary, but by the promise of regular subsidies, 
employers and trade unions were encouraged to form societies, and com- 
munes to affiliate with funds. Coverage, which reached its peak of over 
seven hundred thousand in 1922, never dropped below 590,000. By 1929 
seventy communal funds had been established. Although only approximately 
one-half the communes had affiliated to them, they contained four-fifths of 
the entire population of the country. Except during the depression of 1921, 
unemployment was low. But increase in coverage and the higher benefit rates 
brought greater expenditures. In 1929 insurance and relief payments were 
approximately sixty times what they had been in 1913. Total benefits paid 
by societies had fallen in 1929 to about 33 1/3 per cent while federal expendi- 
tures had risen to over 40 per cent of the total. The advent of the National 
Emergency Fund had considerably altered the federal government’s stake 
in unemployment insurance. 

The present depression began in Belgium in the middle of 1930. By 
December unemployment had increased to 26 per cent of the insured popula- 
tion, a figure that had not been reached since the depression of 1921. In 
the following three and a half years unemployment fell below this figure only 
during three months in the spring of 1931, and for much of the period 
remained well above it. For the first half of 1934 approximately 35 per 
cent of the insured population was unemployed. Most of the societies be- 
came bankrupt and their obligations were assumed by the National Emergency 
Fund. When communes and provinces found themselves in financial straits 
and unable to continue their subsidies, the National Emergency Fund ex- 
panded its activities and advanced them money. During 1932, the national 
government bore practically the entire cost of the unemployment insurance 
and relief system. Only approximately 30 million francs ($834,000) of the 
total expenditures on benefit and relief came from members’ contributions. 
The National Emergency Fund spent over 700 million francs ($19,460,000) 
for basic grants and family allowances, and advanced 170 million francs 
($4,726,000) to the provinces and 124 million francs ($3,447,200) to the 
communes to permit the continued payment of subsidies which they were 
no longer able to finance.” 


7 The value of the Belgian franc was $.0278 in 1932. 
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This relief load proved financially embarrassing to the government and 
pressure for curtailment of expenses began. A number of amendments to 
the system had been made during the two and one-half years of depression. 
In December, 1930, all communes had been compelled by law to affiliate with 
a communal unemployment fund and to reimburse the National Emergency 
Fund for 10 per cent of its grants to their residents.8 Since 20 per cent of 
the inhabitants did not live in communes which had affiliated to a fund, they 
had been deprived of the grants in a period when such aid was badly needed. 
This law introduced the first element of compulsion into a formerly completely 
voluntary system and was designed to extend the advantages of the National 
Emergency Fund to every insured person in Belgium. Other amendments 
followed, aimed either to husband the resources of the system by decreasing 
the rate of benefit or to continue payments to unemployed persons who had 
exhausted all their rights, in order to relieve the distress that would have at- 
tended the cessation of support. 


But these changes did not go far enough. Basic evils were left un- 
touched. The principal difficulty was that, although the National Emergency 
Fund had been created primarily to operate in periods of depressional un- 
employment, the system as a whole was not designed to function efficiently 
during such times. The communal funds, which had distributed communal, 
provincial and national subsidies to a comparatively small number of insured 
persons and for a short period of time with ease and dispatch before the ad- 
vent of the National Emergency Fund, were not adapted to handle payment 
of much larger benefits for masses of unemployed in a period of depression. 
Staffs were overworked; regular monthly reports were often as much as a 
year overdue. Supervision of the unemployed, comparatively easy in periods 
of normal employment, was now practically abandoned. Although now dis- 
bursing practically nothing but money from the national government, the 
funds were still controlled by the communal authorities. Politics controlled 
the payment of benefit by these local organizations as much as the disburse- 
ment of relief by a Tammany-controlled government in New York City. 
Money was being spent to support persons not involuntarily unemployed, yet 
the National Emergency Fund did not wish to punish genuinely unemployed 
persons for the negligence of the communal authorities by the only means at 
its disposal, cessation of their grants. The communal funds and unemploy- 
ment insurance societies that had previously been extremely solicitous about 
adherence to eligibility requirements when benefits had been paid out of their 
own resources no longer exercised the same concern now that the money 
came entirely from the central government. The societies knew that if their 
resources were exhausted the National Emergency Fund would take over 
their obligations. For political reasons they preferred to retain the good 


® Since the communal funds disbursed the National Emergency Fund grants, only inhabitants 
of communes affiliated to a fund were eligible for grants. 
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graces of the unemployed and disregard administrative regulations, A fur- 
ther fault in the system was the excessive number of communal funds. The 
existence in 1933 of seventy-two funds in a country of eight million popula- 
tion, with less than one million insured persons in an area less than one- 
fourth that of New York State, meant scattered responsibility, staffs over- 
expanded for political reasons and high overhead costs. 


No tie-up existed between unemployment insurance and placement. There 
was little or no contact between the public employment offices and the com- 
munal unemployment funds. Though often housed in the same buildings, 
they were managed by different officers who, in many cases, barely knew each 
other. Theoretically, the unemployed person was supposed to register at a 
public employment office on the first day of unemployment in order to be 
eligible for unemployment benefit, but the small number of offices—only four 
were of any importance at all—made this actually unfeasible. Added to this, 
the size of the buildings, their small staffs and ill-equipped rooms, made 
registration of unemployed persons in depression times an impossibility. 
Although placement is considered basic to the effective functioning of an un- 
employment insurance system, the offices performed an insignificant task. 
There were no specialized occupational offices, no women investigators, no 
special rooms for women, little contact with employers and no clearance either 
between public employment offices or between public and private offices. 


In addition, the degree of protection afforded an insured person depended 
more upon the accident of his residence than upon the severity of the unem- 
ployment risk to which he was exposed. Rates of provincial and communal 
subsidies varied greatly. Provinces and communes granted subsidies in 
various ways; sometimes they subsidized communal funds or unemployment 
insurance societies or both; occasionally they granted additional subsidies to 
individual unemployed persons. 


It became clear that a basic reorganization was necessary. The govern- 
ment took advantage of emergency powers conferred on it during the depres- 
sion and issued two decrees on May 31, 1933. The first provided for amend- 
ments and additions to the existing unemployment insurance system; the 
second reorganized the rdle of the public authorities in unemployment insur- 
ance and relief, provided for rigorous control of the unemployed, and stipu- 
lated severe penalties for noncompliance with the regulations. Further de- 
crees followed hard on these, amending and amplifying existing regulations. 
These changes eradicated former inequalities and deprived the local govern- 
ments of much of their long-cherished autonomy. The central government 
was given far greater authority, at the same time that national expenditures 
were decreased and the proportion of the income derived from other public 
sources increased. In this way the government intended to arouse the interest 
of all contributing parties in husbanding the resources of the system. 
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The strengthening of the power of the national government and the cur- 
tailment of the autonomy of the communal funds was accomplished in a 
number of ways. The societies were subjected to far greater supervision. 
The subjects to be covered in the statutes and by-laws of each society eligible 
for national subsidy and the conditions under which a society could accept 
members were stipulated ; the latter change was necessary because the socie- 
ties had been admitting new members far more freely than was financially 
wise. Eligibility for statutory benefit was strictly defined. Only Belgian 
citizens? between fifteen and sixty-five years could be insured. An unem- 
ployed person had to register at a public employment office on the first day 
of unemployment, be capable of working and unable to find suitable work. 
A second registration could be made at the society office, or another desig- 
nated place, but an application for work at a public employment office was 
obligatory both for the receipt of statutory benefit and National Emergency 
Fund grants. Societies were permitted to pay the contributions of totally 
unemployed persons to old age pensions and life insurance.4° This provision, 
doubtless borrowed from the German scheme, indicates the growing trend 
toward unification of the social services. Duration of benefit was limited to 
sixty days a year and a minimum contribution rate was set for each industry.® 
The societies had formerly been left free to set their own contribution rates, 
and as a result great diversity had existed. To increase the amount of revenue 
derived from the contributions of members, the government ordered existing 
contribution rates doubled,"! even though its subsidy was still based on the 
old rates. At the same time a scale of minimum weekly rates per franc of 
daily benefit was established, which varied according to industry. From 
then on all societies in any one industry had to pay the same minimum con- 
tributions. For societies covering a heterogeneous group of workers, the 
Ministry of Industry and Labor established an average rate. Just as the 
National Recovery Administration may affect the type of organization of 
American trade unions,!* so this regulation may force the trade unions of 
Belgium into a realignment by industry, a far more logical base for a system 
of unemployment insurance than the present heterogeneous and varied groups. 

Strengthening of the national government’s power was effected in still 
other ways. Communal funds and unemployment insurance societies were 
compelled to report to the Minister of Industry and Labor once and twice 
a year, respectively, concerning the supervision they had exercised over the 
unemployed in the preceding period. Although the communal funds had 


® Unless otherwise provided by international agreement. 

2 Societies in Belgium are organized by a single craft or industry, but they usually have a 
political aspect. There may be a Catholic, Socialist, Liberal or Independent society in the same 
industry. Before the May 31, 1933, law, contribution rates varied from society to society within an 
industry, but subsequently they were the same. 

11 By royal order of July 14, 1933, the Ministry. of Industry and Labor could exempt from the 
duty of doubling, the contribution rates of existing societies which were abnormally high. If exemption 
took place, the weekly contribution rate could be less than 2.50 francs. 

12 See 1933 convention proceedings of the American Federation of Labor. 
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direct charge of investigating the involuntary nature of the unemployment 
of persons seeking benefit, their activities were closely controlled by the 
Ministry of Industry and Labor. Agents of the central authorities were | 
given the right to enter factories, subpoena witnesses, interview employers 
and employees, or scan any documents that might prove useful to them in 
their work. In each canton’* a control committee responsible to the Ministry 
of Industry and Labor was set up to supervise the application of the new 
regulations and inform the commissioner of the district! of abuses and 
frauds. He, in turn, had to transmit this information to the Ministers of 
Industry and Labor and Finance. 


Communes and provinces were deprived of the right to pay subsidies 
to unemployed persons within their territory, and instead were made to 
contribute to the support of the National Emergency Fund according to a 
fixed formula. No longer could the communes play politics with the rate 
of communal subsidy, or deprive their residents of the benefit of National 
Emergency Fund grants because of their failure to refund 10 per cent of 
the grants. The result was a degree of uniformity of protection previously 
lacking and a reorganization of the finances of the National Emergency 
Fund which decreased the national government’s share, increased the pro- 
portion derived from the communes, and provided for a provincial grant. 
The government had found itself much in the same position that the Federal 
Emergency Relief Administration was confronted with in this country. As 
soon as the local governments were aware of the national government’s in- 
tention of bearing a large share of relief expenditures, they tended to shunt 
their responsibility and to shift the entire burder to the central authority. 
In the new regulations, the refund from the societies to the National Emer- 
gency Fund was not changed,’ the communal refund was reduced to 5 per 
cent and both the communes and the provinces were to contribute an amount 
equal to one-fourth the national grant provided annually in the budget. In 
no case was either the communal or provincial grant to exceed 150 million 
francs ($5,370,000).1® The national government deprived the provinces and 
communes of their right to decide whether they were financially able to meet 
their obligations to the National Emergency Fund and integrated their pay- 
ments with national taxation policy. Before the central authorities trans- 
mitted to the provinces and communes the sums due in the way of taxes 
collected for them, it deducted the amounts the communes and provinces 
owed for support of the National Emergency Fund. The same amount was 
not required of each province of the country but the total amount due the 





13 A canton is a judicial area under a Justice of the Peace. There are 230 cantons in Belgium. 
14 A district is a subdivision of a province, larger than a commune. 


% But the refund of 15 per cent was debited on the books and deducted from the subsidy of 66 2/3 
per cent that the federal government owed the societies; only the difference was actually sent to the 
societies, 


16 The value of the Belgian franc in 1933 was $.0358. 
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National Emergency Fund from all the provinces together was divided in 
the following way: 
Percentage of 


Province Total 
MIN aoe (o Sel gia eral EU ars cc revere ali ra To SigSA eae ers 18.7 
NNN 5s recs vias tasevaicce oi orevelaticar ate veulototae orgie cic eomaveee 20.0 
NRE 265.5 cisiaceigtaralate Gcistalacrin sie on be OR 8.0 
MEM MEIN so, scarier siiehi hecaheNGia er braves WICK Ameena ES 17.2 
PRMMROAME xc.ac8r0) ssssisaeie sig iaio Dd ol DETER R O 17.4 
MM ace a canasiar aay pusarn\ astieo’ ole veslotavecuv waka tota rere icrotonveeevare iets 14.7 
RII 6. Sis ahaa saiatehssai plage are oial oe ae NG he 1.65 
IEE go oss ia '0iaa @reresastu Win hd pretetsig niaeanensee ewe 0.35 
UMMM 05S cid ocedcicl otanateeeicasieee oe eT ae 2.0 

50 | RE eee ASAE Cenc cU eee Rear ee oN Wee enn ee | 100.0 


These percentages were based roughly on the wealth of the province 
and the degree of unemployment. The share of the communes of a province 
was to equal the provincial share, i.e., if the national government should vote 
400 million francs for the support of the National Emergency Fund in 1935, 
the province of Brabant would pay 20 per cent of this amount, or 80 million 
francs, and all the communes in Brabant together contribute another 80 
million francs. Each commune within the province of Brabant would, how- 
ever, not pay the same proportion. One-third of the amount due was to be 
divided equally among all the communes, the remaining two-thirds among 
those communes which before May 31, 1933, had paid subsidies for unem- 
ployment, according to their population and assessed valuation of their prep- 
erty. Flexibility was provided for by permitting the King on the advice of 
a provincial delegation to readjust these rates. 

Pressure for curtailment of benefit and relief expenditures resulted in 
far greater supervision over the unemployed so that the national government 
could be assured that only persons involuntarily unemployed would receive 
benefits. Twice a day each unemployed person had to register at a designated 
place and have his “control card” stamped, and neither statutory benefit nor 
National Emergency Fund grants could be paid without the presentation of 
these cards, duly stamped. Other methods of decreasing expenditures in- 
cluded the introduction of a three-day waiting period at the beginning of 
each statutory period in addition to the regular waiting period of one day a 
month; the reduction of the total benefit that any individual unemployed per- 
son could receive; and permission given the provinces and communes to de- 
mand work of any unemployed person in receipt of National Emergency 
Fund grants. Restrictions were made in the type of persons eligible for 
National Emergency Fund grants and family allowances. Totally unem- 


17 When a person was discharged or laid off, his employer filled out a certificate of partial or 
total unemployment which the unemployed person brought to his society; the society thereupon issued 
a “control card” which the insured unemployed person took with his certificate of unemployment to 
the communal fund. This control card had to be stamped twice a day, in the morning between 9:00 
and 11:00 and in the afternoon between 2:30 and 4:30. In order to avoid having masses of workers 
around an office at any one time, rotation of groups by sex or occupation was often resorted to. The 
communal administration could stamp the card twice, or it could stamp it once and specify that either 
the communal fund or unemployment insurance society should stamp it the second time, 
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ployed married women were excluded. Persons engaged in agriculture, in 
business yielding a net profit of at least equal to a National Emergency Fund 
grant, and persons who derived income from mortgages on other property 
were also excluded. In addition, persons who ran public houses, peddlers and 
drunkards, persons over sixty-five years of age if they had not worked at 
least 150 days during the twelve months preceding their unemployment, and 
those having a legal claim to support if the person on whom the claim rested 
was solvent, could receive no further aid if they had already exhausted their 
rights to statutory benefit. 

The government realized that stricter control over expenditures and 
rigid supervision of the unemployed would multiply the number of claims, 
in the early stages of the innovation at least, and might overburden the exist- 
ing claim machinery. The administrative procedure was consequently reor- 
ganized and provincial appeal committees introduced. The complaint com- 
mittees composed of equal numbers of employers and employees appointed 
by the Minister of Industry and Labor and attached to each communal fund 
were retained to have jurisdiction over all disputes in relation to the func- 
tioning of unemployment insurance in their area. Appeals from their de- 
cisions, however, instead of going directly to the National Emergency Fund 
as previously, were now to be taken to provincial appeal committees!® also 
composed of equal numbers of employers and employees selected by the 
Ministry of Industry and Labor. Finally, appeals from the decision of the 
provincial appeal committees were taken to the National Emergency Fund, 
but such appeals were limited to questions of principle not yet passed on 
by the National Emergency Fund. 

Even with these changes, the National Emergency Fund found itself del- 
uged with appeals. A decree of September 8, 1933, provided that the National 
Emergency Fund could appoint a special subcommittee to hear certain types 
of cases, both as the first and as the only appeal body. Provision was made 
also for having the decisions of this committee and of the National Emergency 
Fund communicated to all complaint and provincial appeal committees, so 
that as far as possible disputes could be decided uniformly throughout the 
country. 


The benefit structure underwent a number of significant changes, Al- 
though the total benefits paid were decreased by the exclusion of subsidies 
from communal and provincial governments, maximum grants paid by the 
National Emergency Fund were increased in some cases. An unemployed 
person could still receive as maximum benefit:or basic grant only two-thirds 
of his normal wages,!® or three-fourths if he had at least three children, 


18 There were only seven provincial appeal committees established. Namur and Luxembourg to- 
gether had one, as did Antwerp and Limbourg. 

22In reckoning normal wages, wages and salaries plus family allowances of persons in the same 
occupation as the beneficiary at the moment of receiving benefit were taken into consideration. The 
family allowances were added by a royal order of July 14, 1933, and raised the maximum benefit to 
which an unemployed person was eligible. 
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but in no case could the statutory benefit exceed the National Emergency 
Fund basic grant. The rates of basic grant remained unchanged except that 
they were decreased for unemployed persons less than eighteen years of age, 
as the following tabulation indicates: 


Daily Rate 
Group March 5, 1929 May 31, 1933 

Francs Cents* Francs Cents* 

Unemployed married person, head of family ....... 9.00 25.02 9.00 32.22 

Unemployed married woman not head of family.... 7.00 19.46 7.00} 25.06 
Unemployed person, single, divorced, or widowed, 

without children 

25 VORTS OF ASO OF BOVE. vic.os:ssie-cceoseeeicsoeeie 9.00 25.02 9.00 32.22 

18-24 years 7.00 25.06 

WO REG, fb oicxiaticican citieewieiownecaunaimuwnees 7.00 19.46 6.00 21.48 

14-15 years 3.00 10.74 


* The value of the franc was $.0278 in 1929 and $.0358 in 1933. 
‘ Pranect applies to partially unemployed women; totally unemployed married women are excluded 
rom benefit. 


Family allowances were increased, although in no case were they granted 
unless the unemployed person was in a state of need. The age of dependent 
children was raised from fourteen to fifteen years. The following tabula- 
tion gives a comparison of rates of family allowances on March 5, 1929, 


and May 31, 1933: 


Daily Rate 


Group March 5, 1929 May 31, 1933 

Francs Cents* Francs Cents* 

Wife, nonworking, managing household .......... 3.50 9.73 4.00 14.32 

CMe ES TEE MORES aid osarereisiovd eye sicres scare siemens 3.00 8.34 3.00¢ 10.74 
Children of 14-16, attending school or physically 

PIMMMATLIEY AE UGK, sp ei exeinocerclewisiereleieanorwreieecier 3.00 8.34 3.00£ 10.74 


* The value of the franc was $.0278 in 1929 and $.0358 in 1933. 
+ On July 14, 1933, the minimum age was raised to fifteen years unless bound by contract of 


apprenticeship. 
t The minimum age was raised to fifteen years on July 14, 1933. 


In order to alleviate the hardships caused by the cessation of communal 
and provincial subsidies, the National Emergency Fund granted a third and 
new type of daily supplementary grant to be paid during both statutory and 
post-statutory periods. It took local factors into consideration by paying a 
higher rate for industrial communities where the risk of unemployment was 
greater, without reintroducing the inequalities of the old system. Where 
previously about sixty different rates of communal subsidy had been paid,?° 
only seven rates now prevailed. The following tabulation indicates the rates 
of supplementary benefit set by the May, 1933, regulations and amended in 
July: 


2% Constance A. Kiehel, Unemployment Insurance in Belgium, op. cit., pp. 306-309, 
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Daily Rate 
Group July 14,1933 
Francs Cents* 
Unemployed person over 18 years} 


In Brussels and Antwerp, including their environs .............. 4.50 16.11 
In other industrial and commercial localities with 

SE Femst SOOO SCA wo. 56k ccs codices ccdcdissssisieicenveessiens 4.00 14.22 
In industrial and commercial localities with 

Bess thts. SGU TAA AtS. goo ioc ik ccdiesccccccuvwoeseeeeedic 3.00 10.74 
In semi-industrial and commercial localities ............-eeeeeees 2.00 7.16 
Ae PICU COMMING. 5.5.6 0.0.6 0:0. 5: ewe acwid'vddinidieeidaie's One eie divers 1.00 3.58 

Unemployed persons of 16-18} 

In industrial and commercial communes ...........eecceeccecceees 2.00 7.16 
In semi-industrial and commercial communes ..........ceeeeceees 1.00 3.58 


* The value of the franc was $.0358 in 1933. 
t Excluding totally unemployed married women. 


The new regulations provided for a revision of the definition of the 
state of need, which had for a long time caused considerable difficulty. An 
insured person was considered in a state of need when his weekly income did 
not exceed the following maximum amounts: 


Unemployed Person Living Alone Household 
25 Years of Under 25 of Two 
Age and Over Years of Age Persons* 
Francs Dollars} Francs Dollarst Francs Dollarst 
Location 
In Brussels and Antwerp ...... 150 $5.37 110 $3.938 210 $7.518 


In other commercial and indus- 

trial communes of 50,000 or 

more inhabitants .......... 135 4.833 105 3.759 190 6.802 
In commercial and _ industrial 

communes of less than 50,- 


000 inhabitants ........... 120 4.296 95 3.401 170 6.086 
In semi-industrial and  semi- 

commercial communes .... 105 3.759 85 3.043 150 5.370 
In agricultural communes ..... 100 3.580 80 2.864 140 5.012 





* When more than two persons lived in the same household in a commercial or industrial center the 
maximum was increased for every six working days and for every additional person by 9 francs 
(32.22 cents) for persons over 14 years and 6 francs (21.48 cents) for persons under 14; in a 
semi-industrial or semi-commercial locality or an agricultural locality, the increase was 7 francs 
(25.06 cents) for persons over 14 and 5 francs (17.90 cents) for persons below 14. 

he value of the franc was $.0358 in 1933. 


The amount any unemployed person could receive in the form of National 
Emergency Fund basic grants and family allowances was the difference 
between the individual’s actual income and the maximum amounts just de- 
scribed. The term “income” was elaborately defined. 

The number and severity of the penalties were greatly increased. Any- 
one who certified falsely concerning the discharge of a worker or who had 
his control card stamped falsely or who made an incorrect or incomplete 
statement for benefit purposes was subject to imprisonment of from one to 
eight days in a year or to a fine of from 26 ($.93) to 500 francs ($17.90). 
Fines of 200 ($7.16) to 400 francs ($14.32) were imposed on anyone who 
hindered the work of supervision by refusing to furnish necessary informa- 
tion; fines of 50 ($1.79) to 200 francs ($7.16) were also demanded of 
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insured unemployed and employers who did not conform to the regulations. 
Exclusion from benefits and National Emergency Fund grants for a period 
of from six months to five years could be imposed on any insured person 
found guilty of any offense against the regulations. In case of a second 
offense, benefits were definitely cut off. Should a commune, communal fund 
or society refuse to follow the regulations concerning supervision of the un- 
employed, the members of such society or inhabitants of such commune could 
be deprived of benefits and National Emergency Fund grants by the Min- 
istry of Industry and Labor. 

Since some of these provisions entailed severe hardships, pressure for 
amendments developed and as a result several regulations mitigating the 
effects of these previous decrees were passed. On November 24, 1933, pro- 
vision was made for paying workers under twenty-five years of age, and 
having family responsibilities, the basic rates of older persons. On December 
12, 1933, a regulation was passed, which counteracted the effects of the three- 
day waiting period at the beginning of each statutory period. A society was 
authorized to give a person completely unemployed for two weeks an advance 
equal to his statutory benefit for the three days, or for fewer days, depending 
on the circumstances. These loans were to be repaid in part or in full when 
the beneficiary was re-employed. The advances were not to be considered 
in computing his maximum benefit duration. 

Much still remained to be done. The outstanding defects were (1) the 
lack of co-ordination between the public employment offices and the unem- 
ployment insurance system and (2) the existence of seventy-two communal 
funds. The entire employment office system needed reorganization; many 
more offices were required, in better locations, managed by trained staffs, 
with an effective system of clearance. The communal funds would undoubt- 
edly have functioned more efficiently if their number had been decreased to 
nine, each one having jurisdiction over an entire province. 

On July 27, 1934, more than a year after the basic reorganization had 
begun to take place, another order was issued which instituted these last 
badly needed reforms. It was stipulated that the communal funds were to be 
abolished within a six-month period and in their place placement and unem- 
ployment offices were established, financed entirely by national resources, 
with staffs appointed according to a merit-rating system by and responsible to 
the national government. The last vestige of communal autonomy was finally 
eradicated and a strongly centralized administrative organization free from 
political interference was substituted. Instead of the seventy-two funds 
there was to be at least one office,2! and not more than three offices, in each 
province, but as many as six branch offices affiliated with the placement office 
could be set up in each province either temporarily or permanently. The 
offices were not only to have supervision over the functioning of the unem- 


% Although one office could be established for the two provinces of Namur and Luxembourg. 
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ployment insurance societies and their unemployed members but also over 
the approved private and public employment agencies. The long needed co- 
ordination between the employment office and unemployment insurance and 
relief systems was finally achieved and provision was made for clearing vacan- 
cies and applications for employment. Complaint committees composed of 
equal numbers of employers and employees were attached to each employment 
office and to as many branch offices as was necessary. The procedure of 
appealing complaints to higher bodies remained the same but the administra- 
tive details were amplified. 

The unemployment insurance system in Belgium is still in a state of 
flux; undoubtedly many of the reforms are experimental and will have to 
be revised in the light of social forces and changing economic conditions, A 
special Congress on Unemployment called by the Trade Union Commission in 
Brussels on July 20, 1934, attended by about six hundred delegates, was 
vehement in criticizing a number of the changes such as the reduction in 
benefits, exclusion of foreign workers and totally unemployed married women, 
and the stricter definition of the state of need. By the spring of 1934 pres- 
sure against the severity of the requirement that the unemployed register twice 
a day brought some relaxation of the provisions; exemption was permitted 
in certain cases, on not more than three half days a week, in order to permit 
the unemployed to seek employment or for other reasons recognized as valid. 
But the basic features of the reorganization, necessitated by the weaknesses of 
the old systems, will certainly remain. 

The Belgians have attempted to evolve a nation-wide system covering 
the entire wage-earning population by resorting to as little compulsion as 
possible, for the tradition of voluntary co-operation, even though gradually 
weakened, is still too strong and objection to compulsion too great to make 
any other method feasible. In December, 1930, when the first element of 
compulsion was introduced into the system, only 693,000 persons were in- 
sured, but by October, 1933, coverage had risen to 1,017,000. Although 
this figure had declined to 970,000 in May, 1934, owing largely to the 
stricter requirements of the recent decrees, this was still an increase of about 
277,000 over pre-depression coverage. By means radically different from 
the English and the German, they have reached the same point of develop- 
ment—complete coverage and uniform protection for practically the entire 
wage-earning population exposed to similar unemployment risks. The pres- 
ent depression strengthened national authority, which previously had been 
rather weak, and permanently removed the local governments’ power in a 
situation definitely beyond the scope of local limits. Throughout a difficult 
period, when many of the social institutions of neighboring countries have 
been completely emasculated, the Belgian unemployment insurance system has 
gained in scope and effectiveness, lowered administrative expenses and estab- 
lished a far more effective organization to handle their unemployment problem. 








